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Understanding your
audience through

segmentation to achieve
maximum results
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" « Using traditional mass marketing over 4 years
I PNM had acquired 6,500 Sky Blue customers
through:

— 5 large scale ad and mail campaigns
— Generated 1.7% residential penetration

— Knew nothing about their customers except
address
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 Primary and secondary (Smart Power) research told
us:

— There is little understanding of the terms
“renewable” or “green” energy.

— 59% of respondents in a survey told us they did
not have a solid understanding of what renewable
energy meant.

— Therefore we reverted to a widely accepted term
to describe the product attributes — “Clean
Energy.”
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— The perception that Clean Energy is not
readily available — a product of the future —
needed to be changed in order for consumers
to feel comfortable buying this product.

— Only 15.9% of respondents told us that they
actually knew clean energy was readily
available as a product today.
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— The saving the planet message has been overused
and is largely ignored.

— On a more emotional level, almost everyone is
sensitive to keeping a healthy environment for the
children and their future.

— Strong emphasis was placed on New Mexico blue
skies, as well as supporting the local economy.
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e “Grown in New Mexico”(Rancher)

— Promotes New Mexico’s heritage of beautiful blue
skies through homegrown energy

— Good for everyone:

» Benefits the local economy by supporting the ranchers
who lease their land for windmills

« Supports the proud tradition of independence in New
Mexico

— Clean energy iIs abundant and produced locally
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e “Plenty of Power” (Plain)

— Clean, renewable energy is readily available,
affordable and abundant today

 Enough clean energy to power over 77,000 homes
and business in New Mexico

* No longer a vision of the future

— Helps the local economy, and supports traditional ways
of living

— Reduces dependence on fossil fuels
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“Plenty of Power”

There’s enough clean energy to power over
77,000 homes and businesses in New Mexico,
Get your share now.

i

A perional commitment
1o New Mexico

The power to light your home.

Supplementing the reliable PRM electricity that
T prowided your energy for vears, chean wind
encrgy can power all the lights and appliances
i your home, day in andd day out, So there's
mo need 1o worry about runsing short of
power with PNM Sky Blue™

The difference is the wind turbines that
generate chean energy here in New Mesioo
produce no pollution, emissions or wlid
waste. And they uwe no water — another

plus for our environment.

We've got plenty of clean energy.
Let’s use it.

fahin Q. Sample

Address Line 1

Address Line 2

Anytown, LSA 123451234

loaalalabillabukbabwaddbalibisllubi kL1

Dear John Q. Sample:

Everyone knows clean energy is good for our environment. But it’s also good for
your home, business and New Mexico's economy. We're making clean energy right
now, right here = and there's plenty for everyone,

PNM Sky Blue™ cleans the air. And it boosts New Mexico's economy,
Locally produced clean wind energy replaces power generated by fossil fuels. That

Rig]ll now, there’s enough helps keep the air clean. Plus, generating clean wind energy right here will provide

- up 1o 540 million in lease pay to Land local employ and payments Abundant
clean entegy to power.mm' The power to keep skies dﬁf’- 5 1o support local school districts over 25 years.
77,000 homes and businesses a e s = il e — and affordable.
v 9 Using clean wind energy really makes 4 Sor chean energy isn't just for the environment - it's O QU CCONOMY, 100,
in New Mexico. 7 G 19 ¥

Many people think there isn't enough clean
emergy 1o go around, Or that clean energy is

a thing of the furwre, That's not true. In fact,
Mew Mexico ranks 12th among the states in
wind energy potential. And the PNM Sky Bluc™
program that generates this clean power is one
of the world's langest in power outpat.

Clean energy b heve bodday, It's plentiful and
affordalle. 5o pow is your chance to join the
thoasands of New Mexicans who have already
made a difference by subscribing o abundant,
affordable, clean energy.

difference. If you sign up for  singhe 100 KWh
block each month, the reduced carbon numaxide
im the air is like planting more than 2.7 acres of
trees of removing almaost two cars from our
roads each year. Sign up for four blocks and it's
like 10.8 acres of trees or taking almost cight
cars off the raad.® So you ean really make a
difference in all of aur futures!

W all want to protect the environment. PNM
Sky Blue™ clean energy gives you the power
b ke a dHifference.

* U Ermirsmernnl Pootestinm Agersy owrs Profien
o e s Tl b

Get the pr

today. Cal -
inyour re

o A persasal commtment o e Moncs

Alvarado Square | PO, Box 2267
Albuguerque, New Mexico 87103-2267

The more you need, the more we'll make.

‘When you sign up for clean energy, you'll increase demand and keep New Mexico

in the forefront of the clean energy revolution. You can purchase clean energy in 100
kWh (kilowatt hour) “blocks” for anly $1.80 a manth per block above your regular
rate —a small price to make a big impact on our environment and economy. You
can choose as many clean energy blocks as you like as long as you don't exceed your
average monthly usage. That's equal to five blocks for the typical home, which uses
an average of 550 kWh monthly. Or, you can simply choose clean energy for 0% of
your total monthly usage at 1.8¢ extra per kilowatt-hour,

Either way, there’s no contract or long-term commitment. PNM makes no profit on
this program. The extra cost of the energy blocks goes entirey to support the development
of our clean energy program and to ensure the future of our crystal blue skies.

To get your share, enroll in PNM Sky Blue™ now - it's casy!

Getting your share of clean energy is easy. Simply complete and mail the form
below in the postage paid envelope provided, or call us at 1-800-687-7854.
Don't wait = join New Mexioo's clean energy revelution now!

(ks Iribix

o
Cindy MeGill
Vice President, Costomer and Market Services

PS. You can make a difference for the environment and the economy when you
sign up for clean energy from PNM Sky Blue™ Simply complete and mail the
form below, or call us at 1-800-687-7854. Enroll today!

I want to h

clean energy

As low as $1.80/month.

Support traditional
ways of living.

Call 1-800-687-7854
to enroll.

Ao

5 oowint nrecycant pagr

Please switch part of my clectricity

1o clean, affordable wind power. John Q. Sample
1 would like: Address Line |
Address Line 2

blocks (Choose 1-5 blocks)
OR

Anytown, USA 12345-1234

Lo

Enroll today!
Please use code XXXXXXXXX to sign up
when you call us mr 1-800-687-7854.

— 90% of usage

Na, | choose not to participate at this time.




e 100m households were randomly chosen by PNM for
this campaign.

« The maill file was split evenly through an n=2 select to
give a scientific read on the end results.

 Both packages were dropped simultaneously on
September 281—29t,
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Responses Plain
Total Responses

Qty. Mailed 50,000 100,000
Overall Response 1,557
Response Rate 1.81% 1.56%

*Rancher kit cost 24% more to produce than
plain kit

Rancher was 72% more on a Cost Per
Response basis
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« To Iincrease our learning, we conducted a profile
analysis to determine other factors that affected
response rates to the campaign.

 Our analysts appended a number of demograph
variables to:

— Responders.
— Non-responders.

— Previous PNM SkyBlue customers.

IC

— Benchmark sample of overall consumers from the

PNM service territory.
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# As compared to the non-responder,

- Be Older than 50 Years Old (Dem-2)
- Live in Areas of Higher Incomes and Home Values (Dem-6,7)
- Donated to a Health, Religious, Political, or Environmental Organization (Beh-3)

|- Live in Areas with a Low % of Blue Collar Workers (Dem-14)
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Median Home Value of Census Block

Interval Responders Non-Responders Mail File Response Rate
$0 - $50,000 10 751 761 1.31%
$50,001 - $75,000 15 2,479 2,494 0.60%
$75,001 - $100,000 13,569 13,690 0.88%

$100,001 - $125,000 15,574 15,752 1.13%
$125,001 - $150,000 16,900 17,185 1.66%

$150,001 - $175,000 6,897 7,055 2.24%
$175,001 - $200,000 4,469 4,580 2.42%
$200,001 - $300,000 5,670 5,822 2.61%
$300,001 + 3,120 3,240 3.70%
Missing* 1,158 1,176 1.53%

Total 70,587 71,755 1.63%
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Demographic data was overlaid onto the customer
database to obtain, age, income, HH value and other
key variables.

Objective: To target the highest responding customer
segments.

Rollout the Plain kit to obtain the lowest cost per
response for new acquisitions.

Continue to test new creative concepts and positions.
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Top performing segments were chosen for a follow-
up solicitation.

Two new test kits were introduced, both with plain
#10 envelopes, one with brochure and one without.

New kits were dropped on April 218t
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« With the demographic variables appended to the
database, we removed:

— All records with no data appended

— All records with household income less than $50,000
— All records with a home value less than $100,000

— All records with head of household age less than 24

« This created a working file of 100,764 records
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* For the Spring 2006 Direct Mail Campaign, the
“Grandma” package was developed to test against
the Control.

In order to provide a valid test of the creative
message, all packages were mailed in the same
outer envelope. The envelope is the same as was
used for the “Plain” package in Fall 2005.
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 We conducted 4 creative tests conducted using the
Spring 2006 Direct Mail Campaign:

— Control — updated Fall 2005 package to reference
correct cost and availability numbers

— Control — Yes/More Info — testing to see if more
responses would be received if recipient could request
additional information before signing up

— Grandma — creative test against Control package

— Grandma — No Brochure — creative test with same
content as original Grandma, but no brochure
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#’ BRING CLEAN ENERGY INTO
. YOUR HOME AND INVEST
ot ol IN YOUR FAMILY’S FUTURE.

b Q. Sample:

Adkdrew Line |

Adkdres Lime 2

Angtoswn, USA 123451284
Roillibaltaliak bl Dbkl lalikli1d

D s 2 Saemple. WIND ENERGY 15
The scrm ‘ceam energy” o]

e o o of emenge thie b Hp-hrwﬂnumulmbupw

besurifl and clean foc our chiklres's dhildeen. Sign up oo rceive chean, wind THIS IHTIATIVE
cocrgy annd.foin sareffort 10 heep New hlesico cleas. fhics il TR
PHM SKY BLUET HARNESSING THE FUTURE OF NEW MEXICO. i
PINM Sky Bloe™ wind firma.

Wi gy bl chie g oot s ol e o New. e

M bocaoe = gevcrces ilions of dellar il paymene bl sl
I adioa, hi progeas s b s Som
BUY BLOCKS FOR AS LITTLE AS $1.80 PER MONTH.

Your fellome New Mexicans are alreudy sigring up o blocka af wind cnergy.

Vons i prchase cloin enengy in TOBRNT (kikmset houe) blocks st 4 Faed cost KEEP NEW MEXICO'S
of enly $1.50 more thas the reguls rate. (s o seference, the average bome uses SEURRAL

600 k3% monthly). O, clce to huve up 50 9018, of your inondhly ussge pirhyced

o chean i cmergy o e 1.8¢ vt e kil o Thas encas yomir

b k PHM SICY BLUE= 15 &
by bill will vary depending om g, s n
JOINING PHM SKY BLUE™ IS EASY. ENERGY LEADER
Simaply complese and il
sl walin o FNM comlnded o call lm’lﬁ Dm'lm Ae—g
1o i e there i mever & cmaract of hosg-teem sonsmiemens. SIGN UP ONLINE AT
LCOMWIND
W bope youT join i ing ehis . clean, rencwatle Prog
Sincerdy.
THERE'S ENOUGH
CLEAN ENERGY TO
POWER 4,000 HOMES
1N NEW MEXIED
Terry R Mo

Wice Presidens, Custspues and Marker Semices

5. Mk mmeiae imgact — oin che PN Sk Blae™ chean skes cfoes
vy, Sy ol avd mad he forem b, sign op oo at
PNM.comiwind or cill 1-800.687.7854.

Carews  —

C1YES! I WANT TO HELP CREATE A CLEAN ENVIRONMENT

FOR MY FAMILY'S FUTURE.

ol fikex ok @ Sample
bk 2 bhacks 3 blacks Addzes Line |
on Addses Line 2

Anytomm. USA 12345124

ENROLL TODAY!

Call 1-B00687-TH54 o vinit PNMcomiwind

Please have your billing statement o this reference
D000 KN

o e 1 iy i i
e gl sl number handy -

| BUSINESS REPLY MAIL

ool

Abvarsdo Square | POL Bax 2267
Albudguerque, New Mexico 87103-2267

Tl sballalu kB sl bds Rkl

OGO e e

MOPCETAGE

1118




H
¥
5
:

BRING CLEAN ENERGY INTO
YOUR HOME AND INVEST
IN YOUR FAMILY'S FUTURE.
Joba Q Sarngle
Adsdrew Line |
Adderm Line 2
Asytomn, USA 123451234
[T P T R T
Dear John €. Sample, WIND ENERGY 15
mma..w . 100% CLEAN
. ey that heps hiep o New Mesion &
mmuma.wam.muﬂwquwmm i
emergy and join sur cifort 1o keep New FINANCIALLY SUPPORTS
PHM SKY BLUE™™ HARNESSING THE FUTURE OF NEW MEXICO. AENOOLOEWICTS
PIM Sky Bl ™ e A1 brgess wieod Farwa.
Wind ooy e kb loan roergsomere iy sl geod o
Moo becu i v il o dfa i e oy 0o el ::‘“m
I e, this progrem s pyment i :
BUY BLOCKS FOR AS LITTLE A5 $1.50 PER MONTH.
Vous felloss Mew Mesicans are alicadly signing up for bocks of wird menge.
Vins cum prschiane e a0 100K (i bumis) blochs ot o o comt KEEP NEW MEXICO'S
o only 5150 more thas the regular rate. (A & seference, the aversge home uses SKIES BLUE

600 Kh momthiy), O elect to have up 40 90% of your manchly ussge produced
iy chean wind energy foe fut 156 extes per kilowatt benar. That eeans yoar
mnuehly bill will vasy depending oo e,

J0INING PNM SKY BLUE™ IS EAST.

Simply cnplene and il e Sorns belon in the postage pukd enveloge poided.
sign 1 ot at PN conmwind 0@ call 1-500-GA7. B34, Dhon' wait - it essy
163 o el here i Bever 5 ORITACE 0F histern comEment

PHM SKY BLUE™ IS A
HATIONAL RENEWABLE
ENERGY LEAGER

SIGN UP ONLINE AT

oI ap o PNM COMWIND
THERE'S ENOUEH
W_ CLEAN ENERGY TO
POWER 94,000 HOMES
1M NEW MEXICO
Terry R Mot

Vice Presidess, Cusstonses and Markes Servaces

S, Mike an immediate impact — join the FNM Sky Bhoe™ dhean skies effors
vexkay, Samply coomplete arud sl the Foren bl sign up onlne at
or call 1-SO0H57-TRSA

& v

CIYES! 1 WANT TO HELP CREATE A CLEAN ENVIRONMENT

| BUSINESS REPLY MAL |

FOSTAGE Wik B AR DY ASONESSEE

Abvarasdo Square | RO, Box 2267
Albracgicraue, New Mexico 87103-2267

B porams et 4 e Vs

Amptowri, USA 145124
[T A R P A TR A P

B R

NOPOSTAGE

I

FOR MY FAMILY'S FUTURE.
| wosihdlikix Joho € Sammple
1 ok 2 blacks ¥ blacka Adelsess Line |
oa Addsens Line 2
0% o age Anytomm, USA 12845-1244
T Mo 1l icel s et it ik o,

M 3180 b o bl i et 4o
—————

ENROLL TODAY!

Call 8006877534 o visit PNM.comn/wind.
Please buve your hilling seatement or this reference

munnber handy ~ X000 X000




* Interms of overall YES responses, the Control
package continued to outperform the others.
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« Comparison of the overall mail, responder, positive and
negative response files showed that age, household
Income and home value contributed to the overall
success of this campaign.
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« Overview of response rates by age:

3
2

7 | eo | 305 | s | 0
148

s | i |
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* QOverview of response rates by household income:

252 |6
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« Overview of response rates by home value:

I

175,001 - $200,000 3
$200,001 - $225,000
225,001 - $250,000
$250,001 - $275,000
275,001 -$300,000 | 719 | 713 | 312 |
300,001 - $325,000

I

$325,001 - $350,000
$350,001 - $375,000
$375,001 - $400,000 | 139 | 141 |
$400,001 + 880 | &1 |

58
175
111
130

61
100
56
50
13
108
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« Cost per response measurements

Control
(Y/MI)

Grandma

Grandma
(No Broch)

Total

Quantity Mailed

70,000

70,000

70,000

280,000

Owerall YES Response

1,344

1,209

1,041

5,061

Response Rate

1.92%

1.73%

1.49%

1.81%

Response Index

102

91

79

Owerall Kit Costs

Cost Per Response

Cost with Postage

$32,441.52
$22.10
$46,013.48

$32,441.52

$32,653.00

$24.14

$27.02

$26,117.33
$25.10

$123,653.37

$24.43

$46,013.48

$46,224.96

$39,689.29

$177,941.21

CPR with Postage

$31.34

$34.24

$38.24

$38.14

$35.16

CPR Index

91

99

109

108

100

Average CPR with Postage

$35.16
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* By using the same outside envelope for all four
packages, we learned the envelope was not the
reason the Grandma package did not perform as well
as the Control package.

 The use of a brochure also had an effect on response
rates, as the Grandma package with the brochure
outperformed the same package without the brochure
by 16% even though all of the same information was
Included in each package!
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« PNM SkyBlue was able to show a 22%
lift In positive Control package
responses by using database
segmentation to improve the results
over the Fall 2005 campaign.

skm group




« Average household income and home value were
key factors in gaining positive responses for the
Spring 2006 Campaign.

— Average household income for positive responses was
over $13,000 higher than those who responded
negatively.

— There was a nearly $23,000 difference in average
home value for positive versus negative responders.
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